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COMMENTS

1. Section 141 discusses pass-through of programming costs on
an ongoing basis. Unfortunately, it assumes the cable
system is already regulated and price-capped. The
Commission should also make its methodology available to
systems which have not yet been regulated. That is, systems
adding or deleting channels should be allowed to adjust
benchmarks as if this rule were in effect, and include such
adjustments in their initial Form 393 filing. Otherwise, if
a franchising authority has not certified, the cable system
is financially motivated to add inexpensive satellite
channels in order to improve a potential future benchmark
showing, at acceptable cost. Instead, the operator will not
add an expensive satellite channel, as the cable system may
be subsequently certified, and the operator would have no
way of recovering such costs.

2. Cost of upgrades required by local franchising authorities
(Sections 153, 154). External treatment should be allowed
for increased franchise costs, including upgrades. This has
the benefit of surfacing these costs and making them a
visible part of franchise discussions. It would tie
franchise requirements for increased costs to the economic
return expected from such costs, and maintain consistency
with the Commission's benchmark tables.

3. Regarding alternative methods of handling upgrade costs, if
the external treatment suggested in section 153 is not
adopted for all systems, it should be adopted for systems
under 5,000 customers. Our premise is that cost of service
showings for smaller systems will generate a higher
regulatory cost ~ customer than is reasonable.

4. We do not believe that local franchise authorities should
determine the way in which rates are adjusted to reflect
increased costs. Smaller municipalities lack the expertise
to do this. All municipalities would have to contend with a
conflict of interest between the political desire for lower
rates and the constitutional requirement to allow a fair
return to the cable company. We believe that this conflict
of interest would result in many such local determinations
being appealed to the Commission. However, we believe that
a methodology to adjust rates for such upgrades which both
the franchise authority and the cable operator support would
be an acceptable (and administratively simple) alternative
for recovering required upgrade costs, and should be
allowed.

5. The amortization of the cost of system upgrades is of
particular concern to small cable operators, who often
encounter franchise demands



for a plethora of investments which might be sustainable in
large cities, but make no economic sense in small markets.
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